U.S. Department of Housing and Urban Development 
Washington, D.C. 20410 (202) 755-5499 


August 1, 1977 Vol. 8 No. 31 


Current Trends 


Yields declined for the third consecutive time since late May in the latest FNMA 
auction of 4-month commitments to purchase Government-backed and conventionally- 
financed home mortgages. FNMA accepted 127 bids. . . totaling $130.5 million in FHA/VA 
mortgages...at an average yield of 8.720 percent...down from the late-June rate of 
8.725. ..and the recent high of 8.788 in May. For conventional mortgages. . . 132 bids were 
accepted. . . covering $101.6 million. .. at an average yield of 9.084 percent... compared to 
the rate in June of 9.106... and 9.130 in May. 


In the second quarter...sales of Treasury Savings Bonds reached the highest rate 
since 1948... totaling $2.057 billion... up from the first quarter rate of $2.056 billion. . . 
and from $1.924 billion in the second quarter of 1976. For the first 6 months. . . sales 
totaled $4.11 billion. ..the highest since the $4.4 billion in the first half of 1945... while 
World War II was still in progress. Sales during the quarter exceeded redemptions by $690 
million. 

Privately-financed housing starts in June were at the seasonally-adjusted annual rate of 
1.833 million units...down 6.2 percent from the revised May rate of 1.954 million 
units... and 27.7 percent higher than the June 1976 figure of 1.494 million units. Permits 
issued in June were also off slightly...at the seasonally-adjusted rate of 1.602 million 
units... compared to 1.615 million in May. Actual starts for the month of June were 
191,200 units. .. Preliminary estimates of actual starts for the first 6 months are 943,200 
units. .. 31 percent higher than the first half of 1976. 


Project notes totaling $839.2 million... representing 81 Public Housing Agencies. . . 
were sold in mid-July at an average interest rate of 2.99 percent. . . up significantly from the 
interest rate of 2.876 percent last month. 


Yields on bellwether short-term Treasury bills rose at the mid-July sale. Average 
return to investors on 13-week notes went up to 5.163 percent from the 5.044 percent rate 
at the last sale. The 26-week issue increased to 5.356 percent. .. compared to 5.246 percent 
at the previous sale. . . and was the highest rate since August 1976. 


¥ 


Single-Family Houses Regain Popularity 


Single-family detached homes are once again becoming popular...in spite of the 
higher costs of these units. After a period of several years when purchasers favored 
townhouses and condominiums. ..there has been a recent resurgence of demand for the 
l-family home. Surveys show that... generally...in 1974 only about a third of new home 
sales were for single-family units...in 1976 this had risen to about 45 percent. Plans 
filed... and permits issued in the early months of 1977... indicate at least 50 percent of the 
units contemplated this year will be 1-family...and some builders are predicting that 70 
percent will be in that category in the next year or so. This is true although it is known that 
the single-family home requires more land, costs more to build, and uses more energy than a 
detached structure. Some people have compared it to the ‘gas guzzler’ car. The old ‘American 
dream’ of a house-and-lot for every family still lives on. ..in spite of the fact that it is less 
economical. 





A Mid-Year Summary 


Reports from various sources show a mixed situation in home sales, home prices, and 
mortgage markets. The National Association of REALTORS report for May showed 
continued vigorous but slower resale activity in existing homes and a less-than-expected 
increase in median prices of these homes. Resales in May came to about 333,000 units... or 
3.45 million units on a seasonally-adjusted annual basis. ..23 percent above the May 1976 
rate...and 45 percent higher than May 1975. The high rate prevailed everywhere but in the 
West... where the ‘sales were just 9 percent above 1976. This contrasted to the pattern of 
recent months where sales in the West. . . particularly in California. . . led the Nation. 


And... although existing home prices continued to climb... the rise in median sales 
price was a moderate $200 over the April figure...to $42,000. Over the past 12 
months. .. the median price rose by 12.2 percent. There were wide variations among the four 
regions, with the price rising in the Northeast from the May 1976 level by 7.7 percent to 
$43,300; in the South, 7.9 percent to $39,400; North Central, 12.1 percent to $36,100; and 
the West, 28.3 percent to $58,000. 


‘ 
The record pace of existing single-family home sales in May also produced a record 
dollar sales volume...with the seasonally-adjusted rate reaching $161.5 billion...a 4.1 
percent increase over the previous high recorded in March... and 37.2 percent above the May 
1976 figure. 


The Census Bureau report for May indicates a drop in new home sales during the 
month... for the third month in a row...and also a decline in the average price of new 
homes from a high of $55,100 in April to $5,000 in May. New home sales were at an 
estimated seasonally-adjusted annual rate of 720,000 units in May...down 3 percent from 
April. ..and 19.4 percent below the all-time high in February of 893,000 units. Also. . . the 
inventory of new homes for sale reached a new high in May... climbing to 438,000 from 
April’s 437,000. 


The FHLBB showed slight increases over April in the May average purchase prices of 
both new and existing homes. . . $53,000 for new and $47,100 for existing homes. This was 
down from the peak average of new homes in March... $53,800... but a record high for 
existing homes. 


HUD’s survey of mortgage loans in early May showed that on a national basis. . . ef- 
fective interest rates on FHA-insured and VA-guaranteed home mortgage loans closed rose to 
8.68 percent...up from 8.63 percent in April...and commitments to make future loans 
rose to 8.64 percent...compared to 8.62 in April and 8.55 in May. Among the major 
lenders...loans closed were 8.73 percent for mortgage companies...8.61 percent for 
commercial banks. .. and 8.70 percent for S&Ls. 


Preliminary reports for June indicate a continuation of the trend of higher mortgage 
interest rates. According to the FHLBB...a slight tightening in the mortgage market 
occurred in June...with a rise in conventional mortgage interest rates occurring for the 
second consecutive month. On new homes... the rate rose to 8.98 percent... compared to 
8.96 percent in May and 8.94 percent in April. For existing homes... the rate followed the 
same trend. 


And HUD’s July 1 mortgage survey... the first which reflects the higher FHA/VA 
maximum interest rate which became effective on May 31...showed a slight upward 
movement of interest rates during June. The national average rate rose from 8.95 percent at 
the beginning of June to 9.0 percent on July 1. The 5 basis-point rise in the national average 
prevailed in the Middle Atlantic and Southeast areas... there was no rise in the Northeast 
and North Central areas... and there was a 10-basis point increase in the West... from 9.05 
to 9.15 percent. 


The Labor Department report of construction industry employment showed a drop in 
the unemployment rate to 12.6 percent in June...from 13.0 percent in May... and 16.3 
percent in June 1976. The increase in employment during the month of June was 
30,000. .. up to 3.9 million. . . 300,000 more than in June 1976. 





Construction Rise Seen 


Along with the various reports of what has happened so far in 1977. ..a prediction 
of what is still to come for the rest of the year has been issued by the Dodge Division of 
McGraw Hill Information Systems. 


® In an update of estimates of construction volume for the year. .. McGraw-Hill has 
raised its previous prediction of a 15 percent rise for 1977 over 1976...and is now 
expecting a 19 percent increase to $127.5 billion... compared to the 1976 total of $107.2 
billion. 


@ Housing starts are likely to reach 1.75 million units...of which 1.3 million are 
expected to be one- and two-family houses...and the remainder multifamily. Residential 
contract value should total $56.5 billion. ..29 percent higher than 1976. 


® The second half of the year is likely to bring an increase in manufacturing building 
construction. .. bringing the total of commercial and industrial construction for 1977 to 
$17.1 billion...18 percent above the 1976 figure of $14.5 billion. Educational, health, and 
other institutional construction should total $16.7 billion... 7 percent above the 1976 total 
of $15.5. 


@ Nonbuilding construction. .. (sewer and water, highways, bridges, etc.) are expected 
to rise 11 percent above 1976. . . to $37.2 billion. 


@ George A. Christie... the firm’s chief economist. ..also reported that the severe 
winter... which affected so many aspects of the national economy... took its toll in 
construction industry profits as well... dropping the return 4 percent in the first quarter of 
1977... compared to the same period of 1976. 


* 


Mobile Home Council Nominations Open 


HUD is asking the public to submit nominations for 12 vacancies on the National 
Mobile Home Advisory Council. The vacancies are effective as of August 21. Nominations 
will be accepted until August 15. 

The Secretary consults with the 24-member Council. .. which was established by law 
in 1974...before creating new Mobile Home Standards or amending or revoking existing 
ones. 


The Council has a cross section of membership made up of representatives of 
consumer and community groups, government, and industry. Four new members will be 
selected from each of the three groups and will serve 2-year terms expiring August 21, 1979. 


The terms of the other 12 members expire in August 1978. 


Nominations should be submitted in writing to the Assistant Secretary for Neighbor- 
hoods, Voluntary Associations, and Consumer Protection (Attention: Mobile Home Division), 
Room 4100, HUD, Washington, D.C. 20410. 


The nomination process was announced in the Federal Register July 13. 


* 


New Publications 


Digest of State Land Sales Regulations. .. summarizes laws applicable to land sales, 
condominiums, etc. in the 50 States and six Canadian Provinces. Price $50 from the Land 
Development Institute, Ltd., 1401 Sixteenth St., N.W., Washington, D.C. 20036. 


Water and Sewer Loans and Grants for Rural Communities. A handbook describing 


FmHA’s water and sewer loan and grant program. Published by the Housing Assistance 
Council. Available for $3.50 from the Council, 1601 Connecticut Ave., N.W., Washington, 


D.C. 20009. 





Ap... tment Industry Official Calls for individual Meters 


Conversion of master meters in existing apartments to individual meters would reduce 
by 30 percent the gas and electricity used for heating and cooling apartments according to 
J... Nichols of Louisville, Kentucky, Vice-President of the National Apartment Association. 
In testimony before the Senate Committee on Banking, Housing, and Urban Affairs. . . he 
urged the Senate Committee to provide financial assistance to apartment owners to convert 
to individual meters. He also urged that financial assistance be extended to provide. .. where 
practical... conversion to individual water heaters...which consume 59 percent of the 
energy for an apartment while 29 percent is consumed for space heating. 


The spokesman for the Nation’s apartment owners, managers, and developers told the 
Committee that the imperatives of our national energy crisis dictated a reevaluation of the 
bias for homeownership in our scale of values. Nichols said that multifamily projects used 50 
percent less transportation than single-family detached homes, 55 percent less roads and 
utilities, 44 percent less energy, 35 percent less water, and results in 45 percent less air 
pollution and 35 percent less water pollution. These were the findings of the Real Estate 
Research Corporation in its 1974 study sponsored by HUD and the Environmental Protection 
Agency. 


Nichols voiced objections to provisions in the House energy bill which would deny 
bank or S&L financing to homes and apartments which, by 1982, did not meet HUD- 
approved energy efficiency standards and to House provisions which would have conditioned 
financial assistance for energy improvements on Federal controls of rents and on the owner’s 
rate of return on investment. 


The Administration’s national energy bill being considered by the Senate Committee 
would provide financial assistance to home and apartment owners for a wide range of energy 
saving improvements. 
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